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Mexico's economy contracted by 0.22% during July- September relative to April-June, the first
quarterly decline in GDP since the fourth quarter of 1995. In a report published in mid-November,
the Secretaria de Hacienda y Credito Publico (SHCP) said the decline followed GDP growth of near
zero in the April-June quarter and an increase of only about 1.9% in the first three months of the
year.
Mexico's economic performance remained closely linked to the extended weakness in the US
economy, which had begun a downturn in the first quarter of the year and continued plummeting
after the Sept. 11 attacks on the World Trade Center in New York and the Pentagon in Washington.
Manufacturing sector leads downturn
As expected, the downturn in Mexico was led by the manufacturing sector, which exports about 90%
of all its output to the US. Manufacturing, including the maquiladora sector, represents about 25% of
Mexico's economic activity. The sector, which normally shows growth, registered a decline of 0.17%
in the July-September quarter. In the latest data from the government's statistics office (Instituto
Nacional de Estadisticas, Geografia e Informatica, INEGI), the maquiladora sector lost 149,000 jobs
during January-August, the worst decline in six years.
Some analysts see staggering job losses throughout the Mexican economy this year as a result of the
economic slowdown. "We will have lost 330,000 jobs by the end of this year," said Hector Chavez,
director of analysis and economic studies at Grupo Financiero Santander Mexicano. Chavez said
he does not expect any improvement in the early months of next year. "We see the possibility of
another 50,000 job losses in the first quarter of 2002," he said.
In late November, deputy economy secretary Luis de la Calle predicted that exports during the last
two months of the year would remain very low, particularly in manufacturing. This would bring
Mexico's trade deficit for 2001 to US$8 billion, which would be little changed from levels in 2000 but
44% higher than in 1999. Other major declines in GDP relative to the previous quarter came in the
services and agriculture sectors.
The services sector which includes restaurants, lodging, and retail sales declined by 0.25% during
the third quarter relative to April-June. This sector also relies heavily on the US economy, since
85% of foreign visitors to Mexico come from the US. The Asociacion Mexicana de Hoteles y Moteles
(AMHyM) is already projecting a decline of US$1 billion in revenues relative to 2000. The economic
slowdown was also significant in the category comprising agriculture, livestock, and fisheries, which
declined by 0.89% in June-September relative to the previous quarter.
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Decline even more dramatic when compared to year ago
The weakness in the Mexican economy is even more dramatic when compared to a year ago. The
SHCP said Mexico's GDP was down 1.6% during the third quarter relative to July-September
2000. The largest decline was in the industrial sector, which was down 4.7%. Within this sector,
manufacturing was down 5.5%. Similarly, the services sector was down 0.4%, largely because of
a decline of 4.7% in the subcategory for retail sales, restaurants, and lodging. A byproduct of the
slowdown in the US and global economies is a decline in demand for oil in industrialized nations,
which has sent prices spiraling downward. This will surely affect Mexico's finances and economic-
growth forecasts, since oil accounts for about 8% of Mexican exports and generates about a third of
government revenue.
On Nov. 27, the price of Mexican crude oil was quoted at an average of US$12.84 per barrel, close to
the levels reported in early 1999, the last time the global oil market went into a severe slump. The
latest price is also US$5.16 below the target price of US$18 set by President Vicente Fox for this year.
"The risk with oil is that falling prices will cause more budget cuts, and the government will have
less money to spend to help fuel a recovery," said economist Alfredo Coutino of Ciemex-Wefa. "But
when recovery comes in Mexico, its strength will depend first and foremost on the strength of the
US recovery."
Still, some Mexican officials say the country's economy has managed to hold its own despite the
problems north of the border. "Exchange rates remain stable, inflation remains low, interest rates
remain low, and therefore the financial structure underlying the macroeconomic elements is solid,"
Economy Secretary Luis Ernesto Derbez said at a business conference in Spain in mid-November.
(Sources: Spanish news service EFE, 10/31/01; The News, 11/01/01, 11/15/01; The Dallas Morning
News, 11/02/01, 11/15/01; Associated Press, Reuters, 11/15/01; La Jornada, 11/02/01, 11/16/01; Milenio
Diario, El Universal, Unomasuno, 11/16/01; Novedades, 11/26/02; La Cronica de Hoy, El Financiero,
11/16/01, 11/27/01; Reforma, 11/16/01, 11/28/01)
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